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THE STORY IN BRIEF 


1942 


Net Sales.$867,834,052 

Operating Income. 103,080,825 

Net Income after Taxes. 33,946,989 

Earnings per Share. 5.87 

Taxes. 73,136,026 

Taxes per Share. 12.65 

Dividends Paid per Share. 4.25 

Dividends Paid. 24,557,535 

Number of Stockholders. 58,764 

Working Capital. 196,020,050 

Net Worth (Capital plus Surplus). 283,781,137 

Inventories. 147,896,935 

Merchandise on Order at end of year. 153,574,974 

Depreciation Charged.* . 10,630,342 

Reserve for Depreciation on Buildings, Fixtures and Equipment 83,278,602 

Other Reserves. 44,289,264 

Capital Expenditures. 9,917,386 

Retail Stores operating at end of year. 599 

! Plants operating at end of year .... 10 

Order Offices operating at end of year . . 223 

Shares of Stock owned by The Savings and Profit Sharing 

Pension Fund of Sears, Roebuck and Co. Employes. . . 785,170 

Contribution to Profit Sharing Fund. 7,667,697 

Members of Fund at end of year. 48,322 


FIGURES FOR BOTH YEARS ARE SHOWN ON A COMPARABLE BASIS 


1941 

$915,057,628 

100,353,864 

36,711,504 

6.35 

68,760,140 

11.90 

4.25 

24,415,691 

57,200 

183,830,287 

283,619,587 

175,258,396 

168,458,558 

10,261,373 

78,223,157 

36,845,898 

16,856,477 

618 

10 

239 

743,835 

7,475,143 

50,251 
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TO THE STOCKHOLDERS OF 
SEARS, ROEBUCK AND CO. 


The Annual Report of the Company for the 
fiscal year 11)42, ended January 31, 1943, including cer¬ 
tified financial statements, is submitted herewith. 

INCOME, DIVIDENDS, SALES 

The net income of Sears, Roebuck and Co. and sub¬ 
sidiaries for the year 1942 was $33,94(5,989, equivalent 
to $5.87 per share of outstanding common stock, after 
provision for all taxes. The corresponding income last 
year was $36,711,504, or $6.35 per share. 

Dividends of $24,557,535 were paid to stockholders at 
the rate of $4.25 per share for the year. 

Net sales for the year amounted to $867,834,052. 
This was $47,223,576, or 5.16% less than last year's 
all-time high of $915,057,628. Sales for the first quarter 
of the year continued at an abnormally high volume, 
averaging 11% increase. A reversal of this trend then 
occurred which continued through the year. 

FINANCIAL 

Net working capital increased by $12,189,763 to 
$196,020,050 on January 31, 1943. Total current assets 
of $257,823,116 were 4.2 times total current liabilities 
of $61,803,066 on January 31, 1943. Total current 
assets on January 31, 1942 amounted to $255,455,106 
or 3.6 times total current liabilities of $71,624,819. 

The Company is financially in the strongest position 
in its history. A cash balance of $74,086,254, plus 
$7,533,280 in tax notes remained after providing for 
federal income, surtax and excess profits taxes on the 
year’s income by the purchase of U. S. Treasury Tax 
Notes. 

Total accounts receivable amounted to $26,942,395, a 
reduction of $8,674,722 from the outstanding balance 
a year ago. This reduction was largely due to reduced 
sales of durable goods resulting from merchandise short¬ 
ages and government restrictions, and federal regula¬ 
tions governing consumer credit buying. 

Inventories at the year-end amounted to $147,896,935 
including merchandise in retail stores, mail order plants 
and warehouses; raw materials, work in process and 
finished merchandise in factories. This represents a 
decrease of $27,361,461 or 15.61% from the inventory a 
year ago, and reflects the liquidation of merchandise 
which cannot now be replaced due to wartime restric¬ 
tions. Inventory of merchandise in mail order plants, 
warehouses and factories is valued, on the basis of spe¬ 
cific items, at average cost which is substantially cost or 
market, whichever is lower. The cost of goods sold was 
computed on the basis of average cost. Inventory in 
retail stores and the cost of goods sold were computed 
by the accepted Retail Inventory Method. 

PROPERTY 

Capital expenditures totaled $9,917,386 during the 
year. Of this sum, $7,439,218 went into the retail sys¬ 


tem, $1,881,828 into the mail order system, and the 
balance of $596,340 into factory facilities. 

One new department store of the “A” type was 
opened in Pittsburgh on March 4, 1942. Plans had 
been made to open this store in 1941 but due to unavoid¬ 
able delays it was not finished until early in the year. 
Two medium-sized stores of the “B” type, which also had 
been delayed in completion, were opened early in the 
year. Our Havana, Cuba store was finished during the 
year and opened in late November after many dis¬ 
appointing delays and met with a very favorable re¬ 
ception. Five “II” type stores were enlarged and moved 
to improved locations in cities in which smaller stores 
had previously been successfully operated. Twenty- 
three of the smaller “B” and “C” stores were closed as 
leases expired. Other property expenditures included 
eleven “B” store enlargements, together with rear¬ 
rangement required in almost every store to accommo¬ 
date the introduction and expansion of soft line mer¬ 
chandise and to utilize the space formerly devoted to 
hard line merchandise. 

It seemed opportune during the year to prepay the 
unpaid balance of the purchase price of the ten ware¬ 
house and retail store properties which the Company 
was acquiring under agreements providing for monthly 
payments over a term of years. The improvements on 
these properties had been constructed in accordance 
with our plans and specifications to meet our require¬ 
ments. Such prepayment aggregated $4,706,277. 


DEPRECIATION, RESERVES 

The amount charged against income for depreciation 
and amortization was $10,630,342 as compared with 
$10,261,373 last year. 

Our usual policy of depreciating fixed assets at rates 
in excess of those allowed for federal income tax pur¬ 
poses has been continued during the year. We estimate 
$2,750,000 excess depreciation was charged this year. 
Of the excess depreciation charged on our books over 
many years, there remained $31,357,000 on January 31, 
1943 to be allowed as expense in determining federal 
income taxes in later years. 

The capital investment in 388 retail stores’ fixtures 
and equipment has been entirely written off on the 
Company’s books, although all of these stores are in 
operation and their equipment is being regularly main¬ 
tained. Our total investment of $43,856,702 in retail 
store fixtures and equipment has now been written down 
to $5,551,937. Total depreciable fixed assets are now 
50.34% depreciated. 

Repair and maintenance expenditures were $6,275,- 
813 against $6,348,590 last year. 

In accordance with our previously announced policy, 
earned surplus has been maintained at $100,000,000 and 
$9,389,454 excess over this amount has been added to 
the Reserve for Contingencies. Excess reserves amount¬ 
ing to $9,309,704 for collection of accounts and for in¬ 
come taxes have also been transferred to the Reserve 
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for Contingencies. $35,677,000 above known require¬ 
ments is now carried in reserves against the uncertain 
future of business conditions. 

Sears has investments in some manufacturing sources. 
Where this ownership is not over 50%, it is our prac¬ 
tice to include earnings of these companies in income 
only when received as dividends. Sears’ equity in 
these manufacturing companies, plus its equity in the 
Allstate Insurance Companies, is $8,828,000 more than 
the amount at which these equities are carried on our 
books. 

TAXES 

Net provision for federal income, surtax and excess 
profits taxes amounted to $60,715,000. Last year this 
provision amounted to $55,559,000. These sizable con¬ 
tributions to the cost of the national war effort are 
made with satisfaction. The continued profitable oper¬ 
ation of Industry is important financially to a war 
economy. 

The following shows the amount and extent of Com¬ 
pany earnings which go to federal, state and local gov¬ 
ernments: 

1942 1941 

Total federal, state and local taxes.$73,136,026 $08,760,140 

These are equivalent to: 

Percent of net earnings before taxes. . . . 68.31% 65.14% 

Per share of stock.$ 12.65 $ 11.90 

Per $100 of net sales. 8.43 7.51 

Per regular employe. 1011.31 861.37 

FACTORIES 

Sears’ factories and those in which we have important 
investments have been converted to war work wherever 
possible. The contribution of these plants to the war 
effort ranges from furnishing goods regularly manufac¬ 
tured to producing special products in plants which have 
been converted 100% to war work. These special pro¬ 
ducts cover a wide variety among which may be men¬ 
tioned shells and shell cases of various calibers, multi¬ 
frequency communication equipment, parts and sub- 
assemblies for airplanes. 

EMPLOYES 

The average number of regular employes during the 
year was 72,318 as compared with 79,826 last year. 

More than 9300 of our employes are on military 
leaves of absence. This equals about 13% of our total 
regular employes and 42% of our male employes. 


Among these, 755 or 8% hold commissions, 585 in the 
army, 157 in the navy and 13 in the marine corps. 
Sears has also been very liberal in lending employes to 
various agencies of the Federal Government on request 
where their experience and technical qualifications are 
needed in the war effort. 

OFFICERS 

The stockholders, directors, officers and employes of 
Sears, Roebuck and Co. suffered the irreparable loss of 
a truly great business leader and real friend with the 
passing on June 29, 1942, of Thomas J. Carney, who 
in nearly forty years of service with the Company 
had risen by virtue of his outstanding ability from the 
shipping department to the presidency. To those who 
were privileged to know and to w-ork with Mr. Carney, 
the warmth of his understanding and the ideals to 
which he had dedicated his life have established models 
of business and personal leadership. 

Arthur S. Barrows was elected president of the Com¬ 
pany on August 24, 1942. He has been an employe 
of Sears since November 15, 1926; Vice President in 
Charge of Pacific Coast Operations since December 30, 
1940; and a director since November 8, 1935. 

Ralph J. DeMotte, Treasurer of the Company 
since 1940, and an employe for twenty-five years, was 
elected to membership on the Board of Directors at 
their August meeting. 

AUDITING COMMITTEE 

In April, the Board of Directors appointed an audit¬ 
ing committee consisting of four directors w r ho are not 
officers or employes. This committee selected R. G. 
Rankin & Co. to make the 1942 audit. A similar com¬ 
mittee will select the auditors for 1943. 

CONCLUSION 

This has been a year of many problems. The results 
attained were so largely influenced and stimulated by a 
war economy as to set no pattern for normal peace-time 
operation. In this year of changing conditions. Sears’ 
veteran-employe organization has once again demon¬ 
strated its resourcefulness and ingenuity to successfully 
cope with new situations. These qualities should serve 
us well in the uncertain months ahead. 

We welcome your suggestions for the continued im¬ 
provement of the Company. 


Approved by the Board of Directors, 

AN OF BOARD / 


CHA1K.M 



PRESIDENT 
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SEARS, ROEBUCK AND CO. 

CONSOLIDATED INCOME AND EARNED SURPLUS ACCOUNT 

EXCLUDING INSURANCE COMPANIES NOT CONSOLIDATED 


February 1, 1942 
to 

January 31, 1943 


February 1, 1941 
to 

January 31, 1942 


Net Sales. 

Deduct:— Cost of Sales, Advertising, Selling, Adminis¬ 
trative, and General Expenses . 

Repairs and Maintenance . 

Depreciation and Amortization . 

Taxes (other than Federal Income Taxes) . 

Operating Income. 

Other Income: 

Dividends. 

Interest on Investments and Advances. 

Gross Income. 

Deductions from Income: 

Interest Paid . 

Contribution (to The Savings and Profit Sharing Pension Fund 
of Sears, Roebuck and Co. Employes) . 

Net Income Before Provision for Federal Income 
Taxes . 

Provision for Federal Income Taxes: 

Normal Tax and Surtax . 

Excess Profits Tax (Net after Post-War Refund of $3,028,000 
and $1,882,500 credit for debt retirement ). 

Net Income including Interest of Minority Stock¬ 
holders . 

Adjustment for Minority Stockholders' Interest .... 

Net Consolidated Income. 

Appropriated to Reserve for Contingencies. . . . 
Transferred to Earned Surplus. 

Earned Surplus, Beginning of Year. 

Dividends Paid . 

Earned Surplus, End of Year. 


$867,834,052 


$7 35,426,046 
6,275,813 
10,630,342 
12,421,026 

764,753,227 


103,080,825 

848,572 

395,451 

1,244,023 


104,324,848 

2,007,730 


7,667,697 

9,675,427 


94,649,421 

16,520,000 


44,195,000 

60,715,000 


33,934,421 

12,568 

33,946,989 

9,389,454 

24,557,535 

100,000,000 

124,557,535 
24,557,535 

$100,000,000 


$915,057,628 


$784,892,661 

6,348,590 

10,261,373 

13,201,140 

81 4,703,764 

1,116,190 

100,353,864 

187,850 

1,304,040 


101,657,904 

1,820,205 

7,475,143 

9,295,348 


92,362,556 

20,065,000 

35,494,000 

55,559,000 


36,803,556 

92,052 

36,711,504 

6,777,279 

29,934,225 

94,481,466 

124,415,691 

24,415,691 

$ 100 , 000,000 


NOTE: The foregoing Consolidated Income and Earned Surplus Account excludes undistributed net profit of unconsoli¬ 
dated Insurance Companies of $41,654 for the year ended December 31, 1942 and includes dividends of $35,782 in ex¬ 
cess of net profit for the year ended December 31, 1941. 

CHARLES E. HUMM, 

Comptroller 
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SEARS, ROEBUCK AND CO 

EXCLUDING INSURANCE COMPANIl 

ASSETS 


Current Assets: 

Cash. 

U. S. Treasury Tax Notes. 

Marketable Securities (Market Value $5,881,637) . 
Accounts and Notes Receivable: 

Customers’ Installment Accounts. 

Equity in Installment Accounts Sold. 

(includes approximately $700,000 maturing after one year.) . 

Employes' Accounts Receivable. 

Other Notes and Accounts Receivable .... 

Total. 

Less: Reserve for Collection and Doubtful Accounts 

Inventories (Mail order and factory inventories valued at average cost. 
Retail store inventories valued in accordance with Retail Inventory Method.) 


January 31, 1943 


$ 74,086,254 
7,533,280 
4,866,763 


$ 3,747,963 
7,683,449 

11,431,412 
416,015 
15,094,968 

26,942,395 

3,502,511 23,439,884 


147,896,935 


TOTAL CURRENT ASSETS. 257,823,116 

Insurance Fund (U.S. Treasury Bonds) . 1,500,000 

Post-War Refund of Excess Profits Tax . 3,028,000 

Mortgages, and Properties Held for Resale: 

Mortgages Receivable. 875,508 

Properties Held for Resale. 85,465 

Total. 960,973 

Less: Reserve for Collection and Unrealized Losses 104,455 856,518 


January 31, 1942 


$ 45,213,743 
3,996,075 


$ 6,416,157 
14,543,910 

20,960,067 
754,898 
13,902,152 


35,617,117 

4,630,225 30,986,892 


175,258,396 


255,455,106 
1,500,000 


1,333,718 

139,215 

1,472,933 

372,871 


1,100,062 


Investments and Advances: (at cost) 

Securities of Other Companies. 

Notes, Loans, and Advances. 

Total. 

Less: Reserve for Possible Losses . 

Balance. 

Insurance Companies (100% owned) . 

Deferred Charges to Future Operations: 

Catalogs in Process and Supplies. 

Insurance, Rents and Other Charges. 

Fixed Assets: (at cost) 

Land. 

Buildings. 

Furniture, Fixtures and Equipment. 

Total. 

Less: Reserve for Depreciation . 

Leasehold and Building Improvements, less Amortiza¬ 
tion . 

Total Fixed Assets . 


3,933,081 

2,715,618 

6,648,699 

525,899 

6,122,800 

2,848,347 


5,373,022 

1,671,708 


113,786,537 
51,647,210 

165,433,747 

83,278,602 


8,971,147 

7,044,730 

25,208,124 

82,155,145 


1/07,363,2691 


4,047,782 

3,841,828 


7,889,610 

1,425,239 

6,464,371 

2,848,347 


6,987,290 

2,686,269 


1 12,152,585 
50,745,699 


162,898,284 

78,223,157 


9,312,718 

9,673,559 

24,099,601 

84,675,127 

982,508 

( 109,757,236) 


Plates, Drawings, Cuts and Goodwill— 

Encyclopaedia Britannica. 

Goodwill. 


1 

$386,586,781 


1 

1 

$386,798,683 
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CONSOLIDATED BALANCE SHEET 


OWN AS INVESTMENTS 

LIABILITIES AND CAPITAL 

Current Liabilities: 

Accounts Payable. 

Due Customers—Refunds and Unfilled Orders . . 

Federal Income Taxes. 

Less: U.S. Treasury Tax Notes . 

Other Accrued Taxes. 

Other Accruals. 

TOTAL CURRENT LIABILITIES. 

Reserves For: 

Collection of Installment Accounts Sold. 

Uninsured Risks. 

Other Purposes. 

Contingencies.. 

Minority Stockholders' Interest in Subsidiary 

Companies. 

Capital Stock—Without Par Value: 

Authorized. 

Issued. 

Less: 

Stock held by Trustee for sale under Employes’ 
Stock Purchase Plan . 

Issued and Outstanding. 


January 31, 1943 

January 31,1942 

$63,743,000 

63,743,000 

$ 20,663,752 

15,378,568 

$ 29,342,592 

10,344,716 

$55,559,000 

48,096,000 7,463,000 


11,387,438 

14,373,308 

10,236,595 

14,237,916 


61,803,066 

71,624,819 


6,931,242 

15,873,060 

1,500,000 

1,500,000 

3,297,608 

3,002,279 

18,427,549 40,156,399 

10,042,224 30,417,563 



846,179 


1,136,714 

Shares 


Shares 


6.000,000 


6.000,000 


5.803,09/ 


5.802,146 


22.3/7 


24.647 


5.780.774 

183,781,137 

5.777.499 

183,619,587 


Earned Surplus—Annexed Exhibit 


100,000,000 


100,000,000 


$386,586,781 


$386,798,683 


CHARLES E. HUMM, 

Comptroller 
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CHICAGO. II.I.. 
WASHIKQTOX, D.O. 


R. Gr. Rankin & Co. 


HOUR OFFICE 
30 BROAD STREET 
STEM' VOH K 


CERTIFIED PUBLIC ACCOUNTANTS 


CHICAGO OFFICE 
BARKERS BUILDING 


To The Stockholders and Board of Directors of 
Sears , Roebuck and Co.: 

We have examined the Consolidated Balance Sheet of Sears, Roebuck and Co. 
and subsidiary companies as of January 31, 1943, and the related Income and 
Surplus Account for the year then ended. In that connection, we have accepted 
and included, after review, the Company’s own financial statements of stores and 
factories, many of which were examined by us during the year under a program of 
periodic audits. 

We have tested the quantities, prices, and computations of the inventories at 
all mail order houses, which inventories comprise approximately 38% of the 
total inventory value. We have also made similar tests at 23% of the retail 
“A” stores and at 44% of the warehouses. We have accepted the remaining 
inventories at retail stores and factories, many of which were examined by us 
during the year, after applying gross profit tests to establish the reasonable ac¬ 
curacy of the inventories at those units. The inventory values, in our opinion, are 
substantially correct as stated. 

We have reviewed the system of internal control and the accounting procedures 
of the Companies and, without making a detailed audit of the transactions, have 
examined or tested accounting records of the Companies and other supporting 
evidence, by methods and to the extent we deemed appropriate. The Companies’ 
accounts have been maintained in conformity with generally accepted accounting 
principles on a basis consistent with that of the preceding year, except that interest 
expense includes interest formerly classified as general expense applicable to 
Installment Accounts Sold and Property Purchase Contracts. Our examination 
was made in accordance with generally accepted auditing standards applicable in 
the circumstances and included all procedures we considered necessary. 

In our opinion, the accompanying Consolidated Balance Sheet and the related 
Consolidated Income and Surplus Account present fairly the position of the 
Company and its subsidiaries at January 31,1943, and the results of operations for 
the fiscal year ended on that date. 


Chicago, Illinois 
March 22, 1943 


R. G. RANKIN & CO. 
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